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REAL ESTATE SALES WILL INCREASE 
CTUAL expenditures for the armed forces decreased in —y—-- S* 
Az in comparison with the expenditures in May -- —[” — |" 
dropping to slightly less than $754 million. The drop [| [ts7s32ez7_|"©° 
was due to lower navy expenditures, as the army expendi- (|? y;*° 
tures exceeded those of the preceding month. — 
700 
This all proves that it is very difficult to spend pt ff fea 
money fast. If the government is going to arm at the rate |——- 5 a 
planned, it must average well over a billion dollars a |—— > cme 
month. We shall probably reach some billion dollar months |—— i 620 
this fall and many of them next year. mn - ae Cees “SS 
——— —_}————_——4580 
Our defense program is gradually nearing the end of — i - 560 
its first stage and is now getting well into the second [ Pe 540 
stage. By this we mean that it was necessary first to in- [ Cae 2 
e crease plant capacity. During this phase of the program —_ _ om 
the major demand was for construction materials, machine [~~ , oe 
tools and heavy durable goods. As we swing from this phase ;-— Be = 
into the phase of large scale production, shortages will f— 440 J 
develop more rapidly than they have thus far. During the —— : 
tooling-up period many bottlenecks have developed in high- | ea aah 
ly specialized fields. During the production period now | ae es 
ahead of us,tremendous demands for material and labor will | | pea 
be spread over many fields. By winter very pronounced [[}/ a 
shortages will be apparent in many consumer goods lines. Ty or 
These shortages will come when payrolls will be setting 5 203 
high records. Ordi- °° EXPENDITURES FOR ARMED FORCES 
narily much of this —— IN THE UNITED STATES. i a SANS oo 
increased spending — 260, —_} mn eemneeel — = — +__—taeo 
power would go into 240 —_ — 2 eet cei ci snnpalbamac a7 n60 
automobiles and other 4%... Mit AT CT SS CI eee ee epee 
semi-luxuries. These 4,, ee on 
will not be available ak Ae OSmRORNN eRe. 1 _& tome BF 
in sufficient quanti- 9° Me nme ics, RES Henk ONO ERE a oe 
ties, and in our opin- Ot — SS CS Sau ¥ —r i 
ion a larger portion ee a } a 
than usual of the hard of 4{---—4—— en — as 

to spend funds will go | { TRiedpideh r Abe at aien 1 oT 
into real estate, and 5s *7 J] |) i= e momma Soe 
<= some of this will go = : — + 
into the purchase of 40 = 7 
older houses already 2 7 a 
built. 1934 1935 1936 1937 1936 1939 1940 19a! 1942 ° 
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_ ESTIMATED EMPLOYMENT 
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HE peak is past in direct defense construction employment. The chart above @ 

shows that employment on all national defense construction reached a high 

of 825,000 workers in February 1941. Total construction employment is ex- 
pected to decline to 380,000 by the end of 1941. 


As the chart indicates, these figures include all types of defense con- 
struction, even including the construction of ships. The estimates through 
1946 are government estimates of the number of men who will be employed to 
take care of all work now contemplated. 


Our opinion is that these estimates are too conservative, as much of the 
work will not be finished on schedule and it is highly probable that work now 
contemplated will be greatly increased by emergencies certain to develop in \ 
the period ahead. For instance, it now seems probable that the United States 
may decide to build additional camps - which would mean that the building con- 
struction for the War Department would be considerably higher in the months 
ahead than is shown in this study. Even though we should embark on a new camp 
program, it still seems apparent that the total construction employment will 
not equal the levels of last February. 


We wish that the figures were available on operating personnel in defense 
plants and that these figures could be added to the chart shown. Only by a 
summation of this sort is it possible to estimate the future employment. 





From this study we are convinced that any bottleneck that might develop 
in the construction field for private operators will not be the result pri- 
marily of competition of government construction projects. 
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\eg, OFFICE BUILDING RENTS & OCCUPANCY COMPARED | ., 
_.— WITH RESIDENTIAL RENTS & OCCUPANCY 
isor— 180 
= 
O 170o}+—1_1_1_ _1__1_ Ee = 170 
0 LOFFICE BUILDING 
= veo. RENTS _ 
Ml | | Lg Pe \ 
4 iso} t t- | 150 
0 j | 4 1 
140 _ + 4 140 
NY | \ 
5 !30} ) > 130 
Wee of \ 
Y 120+ | \ +I 120 
RESIDENTIAL RENTS 7 
T tf bo ———— 
110}+—-4 | 110 
> | ~, RESIDENTIAL OCCUPANCY. _— 
Ties 100 
é || ~.\ ” ee 
Pe 
QO g90}—4 oP 90 
5 — 
U — 
U | OFFICE BUILDING OCCUPANCY+— etm 
O sot J 80 
re = 7 =_ 
O | i LY 
0 © | | 70 
O 705s 1920 1925 1930 1935 1940 
OFFICE BUILDING AND RESIDENTIAL RENTS AND OCCUPANCY 
YEAR 1915 | 1916 | 1917 | 1918 | 1919 | 1920 | 1921 | 1922 | 1923 
OFFICE BUILDINGS 
Rents 100 101 102 104 112 132 151 156 173 
Occupancy* -- a -- -- -- -- -- -- -- 
RESIDENTIAL BUILDINGS 
Rents 100 101.2] 100.3] 102.2] 110.7] 130.0] 149.3] 154.0] 157.8 
Occupancy -- ~- -- -- -- -- -- -- -- 
YEAR 1924 | 1925 | 1926 | 1927 | 1928 | 1929 | 1930 | 1931 | 1932 
OFFICE BUILDINGS 
Rents 178 31 180 181 180 179 181 180 159 
Occupancy* -- 92.0} 91.5] 90.1 88.1 88.2] 87.6] 82.7] 77.6 
RESIDENTIAL BUILDINGS 
Rents 163.2] 164.1] 162.5] 160.0] 156.1] 152.5] 148.3] 140.6] 126.1 
_ Occupancy -- -- -- -- -- -- 94.8] 93.7] 92.6 
YEAR 1933 1934 1935 1936 | 1937 1938 1939 1940 
OFFICE BUILDINGS 
Rents 139 125 122 117 126 117 115.1] 115.3 
Occupancy* 73-1| 72.6] 74.0] 77.3] 80.9] 81.9] 82.2] 83.0] 83.9 
RESIDENTIAL BUILDINGS 
Rents 108.8] 101.8] 101.8 103.9] 109.0] 112.4] 112.4] 112.5 113.9 
Occupancy 92.9} 94.7] 95.9] 96.9] 97.4] 97.4] 97.5] 97.6 











* Spring figure given. 
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NEW RESIDENTIAL BUILDING WILL BE CONCENTRATED 
IN THE LOWER BRACKETS IN 1942 


ANY of our clients are asking us to estimate for them the volume of 
 pesteesti2 building for 1942 by price classes of buildings. It is 

needless to say that any estimates of building in 1942 are difficult 
because of the probable shortages of material and labor. It seems to us, how- 
ever, that there are certain basic assumptions regarding next year's building 
which must be taken into consideration. 


I. Government officials have repeatedly said that we should build 
625,000 dwelling units in the United States during 1942, including all public 
and private units, in order to take care of the actual housing need. This, of 
course, does not mean that we will build 625,000 units, but it should be re- 
membered that the number that will be built in 1942 will depend on government 
attitudes toward the construction industry to a far greater extent than it 
ever has in the past. This will be especially true when shooting starts. 


II. Material and labor shortages will become quite acute in 1942. The 
director of priorities has already made arrangements to insure the essential 
materials for defense housing. The requirement for securing priorities can be 
summarized in the four following statements: 





1. Preference ratings will be given only in areas that 
have been officially declared defense areas. (At the 
present time there are 189 of these areas.) 


2. Proposed houses must be suitable for workers either 
actually or potentially in some form of defense activity. 


3. Reasonable preference in occupancy must be given to 
such persons. 


4, The sales price must not exceed $6000 nor the shelter 
rent $50 per month. 


If materials cannot be secured in defense areas for homes complying with 
the above requirements, the outlined procedure is to apply to the local FHA 
office certifying that the materials in question are essential and that there 
are no practical substitutes. It is not necessary that the loan be insured, 


as the FHA is merely acting as a clearing house for all construction priori- 
ties. 


Materials for reconditioning or modernizing will be granted priorities 
only in those cases where the reconditioning is necessary for the continued 
use of the property for dwelling purposes. 


These foregoing requirements do not mean that larger houses will not be 
built, but it does mean that special consideration cannot be secured if the 
materials are not available for non-defense uses. 


III. Higher income taxes in the middle and higher brackets will limit the 
number of homes that can be sold at better than average prices. The difficulty 


in securing servants in competition with defense production will also limit 
materially the construction of larger homes. 
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IV. New building will be quite spotty during 1942 and concentrated to a 
very large extent in defense areas. 


s If we build the 625,000 dwelling units that the government thinks neces- 


sary to take care of the demand,in our opinion they will be divided into price 
classes about as shown on the tables below: 


ESTIMATED RESIDENTIAL BUILDING BY PRICE RANGE FOR 1942 

















L Contract Price of the House Number of Units Percentage 

$15,000 and over 3,000 0.5% 

10,000 to 15,000 16,000 2.6 

7,500 to 10,000 44 000 7.1 

6,000 to 7,500 93,000 14.9 

5,500 to 6,000 50,000 8.0 

5,000 to 5,500 57,000 9.1 

4,500 to 5,000 112,000 17.9 

4,000 to 4,500 63,000 10.0 

3,500 to 4,000 50,000 8.0 

3,000 to 3,500 50,000 8.0 

2,500 to 3,000 31,000 5.0 

2,000 to 2,500 24,000 3.8 

1,500 to 2,000 13,000 2.1 

1,000 to 1,500 7,000 1.1 

500 to 1,000 5,000 8 

Under 500 7,000 Leos 
& Total 625,000 100.0% 


CUMULATIVE TABLES 














Contract Price No. of Units % Contract Price No. of Units & 
All units 625,000 100.0. All units 625,000 100.0 
Over $ 500 618,000 98.9 Under $15,000 622,000 99.5 
” 1,000 613,000 98.1 ” 10,000 606,000 96.9 
“ 1,500 606,000 97.0 . 7,500 562,000 89.8 
- . 2,000 593,000 94.9 ” 6,000 469 ,000 74.9 
. 2,500 569 , 000 91.1 . 5,500 419,000 66.9 
" 3,000 538,000 86.1 . 5,000 362,000 57.8 
" 3,500 488,000 78.1 n 4,500 250,000 39.9 
. 4 000 438,000 70.1 . 4,000 187 ,000 29.9 
. 4,500 375,000 60.1 * 3,500 137,000 21.9 
" 5,000 263,000 42.2 ' 3,000 87,000 13.9 
6 5,500 206,000 33.1 ” 2,500 56,000 8.9 
" 6,000 156,000 25.1 ° 2,000 32,000 5.1 
" 7,500 63,000 10.2 “ 1,500 19,000 3.0 
. 10,000 19,000 3.1 ™ 1,000 12,000 1.9 
p e " 15,000 3,000 0.5 " 500 7,000 1.1 
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HE fourteen charts on these pages’ show the 
results of the semi-annual surveys made by 


the National Association of Real Estate 


Boards among its member boards throughout the 
United States. The member boards report their 
experience or opinion of the change in condi- 


tions over the same period of the preceding year 
without giving an estimate of the amount of 
change. On our charts the percentage of all cit- 
ies reporting improved conditions in comparison 
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The chart above is rather 
that only 18% of the cities 
over-supply of business properties, while 15% 
report a shortage. In view of the situation a 
few years ago, when almost 50% of all cities re- 
ported an over-supply, this represents consider- 
able improvement. No city of over 500,000 popu- 
lation reported a shortage and 50% reported an 
Oover-supply. The most frequent shortages were 
in the Southeast. 
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The chart above shows that 622 
cities experienced an increase in 
one-family houses; only 4% reported 


movement in rent Jevels. 34% reporte 


In defense areas 81% reported r 
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in the Great Lakes region gree 
Cities of from 200,000 to 5&.,000 pe 


ported the largest percentage of inc 





190 








5 OF 211 CITIES REPORTING INCREASES 





{: P RVSES | 
































— 
—_+—— 


—+_+_+ 





4 





ee | } 
if 


F CITIES SHOWING | 
2EASE IN COMPARISON WITH | 
F PERIOD OF A YEAR AGO | 


1 i i | | it 





stat 








‘40 'as 
black. The percent- 
ng conditions worse 


red. 


eal estate activity. 

the early part of 
es reported an im- 
h the same period of 
i reporting less ac- 


+100 


1+ 80 


+ 60 
+ 40 


+ 20 


'@) \ 


20 


~ 40 


j- 60 


- 80 
-100 


COPYRIGHT I1941 @~ REAL ESTATE 
+100 
RELATIVE SUPPLY OF CAPITAL & LOANS R.E. MORTGAGE INTE 
; TILLIdI | | 80% 7 + 80 
“ + + 60 
5 eee aT 
= + + i + ¥ —— “+ 40 
| -+ ™ 
| . P 
5°%/o 
wae | it - 20 
: a — T + —+-4 ——}-—_+— aoe eee 
man L —t— - - 40 
ae | li 
| | | % OF CITIES SHOWING EXCESS |~ ®° 
[ [ | OR SHORTAGE OF MONEY FOR |_ % OF CITIES REPORTING R. 
| | | REAL ESTATE MORTGAGE LOANS INTEREST RATES OF MORT 
| ] | Loi jg tp | tig ae ae ee ee ee 
1923 ‘25 '30 ‘35 ‘40 ‘45 1923 ‘25 ‘30 3 






























































































































































































































































































































































































































































as that percentage is not accounted for by the 
addition of the plus and minus percentages. The 
movement at the present time is strongly up. 


The chart on real estate selling prices 
shows that in 58% of the cities selling prices 
had increased in comparison with the same period 
of a year ago. Only 4% of the cities reported 
selling prices below the levels of a year ago. 





It should be kept in 
recorded on these charts s 
ly wide spread nature of t 
their intensity. 


The third chart showi 
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54% of the cities, while falling rents were re- 
ported in only 5%. 41% reported no change. This 
is a marked improvement over a year ago when on- 
ly 21% of the cities reported a rising trend. In 
1933, 90% of the cities reported apartment rents 
falling,with no cities reporting a rising trend. 
The Great Lakes area showed the most consistent 
rises and the South Central the largest percent- 
age (35%) of drops. 





erties were reported risi 
and falling in only 2%. 
ported no change in rent 
property. No city of over 
falling. The largest pe 
porting rises (48%) was i 
smallest percentage (6%) 
In the Southwest 94% o 
rents stationary. 
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It should be kept in mind that the survey port sufficient capital and only 5% difficulty tivity he 
ecorded on these charts shows the geographical- in financing. decreased 
y wide spread nature of the changes rather than 29%. 
heir intensity. The fourth chart shows that inthe great 
majority of cities there is no change in inter- The c 
The third chart showing the relative supply est rates in comparison with a year ago. Only 2% 211 cities 


f capital and loans depicts a tremendous change 
rom the conditions of 1933 when 91% of the cit- 



































































































































of the cities reported an increase 
@ decrease, leaving 83% showing no change. 


and only 15% 
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es showed a shortage of money and none an ex- of the ci 
ess. At the present time 80% of the cities re- The fifth chart shows that subdivision ac- cities of 
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Commercial rents in central business prop- Commercial rents in outlying centers were Offic 
rties were reported rising in 29% of the cities reported rising in 19% of the cities, falling in districts 
nd falling in only 2%. 69% of the cities re- 6% and remaining stationary in 75%. The best than any 
orted no change in rent levels on this type of showing was in the Southeastern states. on this p: 
roperty. No city of over 100,000 reported rents 13% of th 
alling. The largest percentage of cities re- It is quite interesting that cities report- ported rei 
orting rises (48%) was in the Southeast,and the ing lower rents in sub-centers were all cities 
mallest percentage (6%) was in the Southwest. of less than 200,000 population. The largest In N 
n the Southwest 94% of all cities reported percentage of cities showing increases were cit- every cit: 
ents stationary. ies of over 500,000 population. ‘ine tn tte 
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vity has increased in 61% of the cities, has The chart above shows that 15% of the cit- 

creased in 10% and has remained constant in ies believed that they had an over-building of 

\% apartment space, 37% believed that a shortage 
existed, while 48% believed that their city was 

The chart above shows that only 2% of the in a rather balanced position. 

1 cities believed that they had an over-supply 

* one-family houses, while 57% believed that an The greatest amount of over-building was in 

stual shortage exists. In defense areas, 70% the South Central region; the greatest shortages 

* the cities reported a shortage. 80% of the were reported in the Great Lakes and in the New 

ities of the Northwest were short. England regions. 
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Office rents, both in central and outlying In outlying districts 5% of the cities re- 

istricts,were reported to be more nearly stable ported rents rising, 3% reported them falling, 

lan any one of the other twelve items covered and 92% reported no change in rent levels. 

1 this page. In the central business districts 

3% of the cities reported rents rising, 1% re- Every city of over 500,000 reported no 

srted rents falling,and 86% reported no change. change. All cities in New England and the North- 

west showed no change. The largest percentage of 

In New England, the Northwest and Southwest cities showing increases (12%) was in the South- 

rery city reported "no change." 29% of the cit- east; the largest percentage showing decreases, 

2s in the Southeast report rents rising. in the South Central. 
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HE table below shows the Real Estate Analyst rent index for heated apart- 
ments with different numbers of rooms per unit. It should be remembered 
that this index presents the average rent being asked for apartments for 
rent, rather than the average of rented apartments. 
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THE REAL ESTATE ANALYST INDEX OF RESIDENTIAL RENTS 
fo J 1941 \ 
Dec. Jan. Feb. Mar. Apr. May June July 
Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. 
National Index $8.45$11.80 $8.44$11.80 $8.47$11.80 $8.50$11.80 $8.56$11.81 $8.64$11.88 $8.71$11.88 $8.78$11.90 
Atlanta 8.07 11.15 8.04 11.17 8.03 11.16 8.0611.18 8.0311.20 8.1511.30 8.2511.30 8.32 11.30 
Baltimore 7.30 10.31 7.28 10.33 7.3010.39 7.53 10.46 7.8010.55 8.09 10.70 8.25 10.76 8.46 10.91 
Birmingham 6.47 9.96 6.47 9.96 6.58 9.96 6.5710.02 6.64 10.01 6.7610.02 6.79 10.01 6.80 10.01 
Boston 8.32 14.90 8.35 14.79 8.3014.76 8.3614.62 8.5014.68 8.53 14.49 8.502 14.45 8.65 14.61 
Chicago 10.78 12.65 10.91 12.61 11.10 12.76 11.28 12.80 11.40 12.80 11.41 13.01 11.70 13.09 11.67 13.20 
Cincinnati 9.69 12.93 9.73 13.00 9.75 13.11 9.91 13.10 10.09 13.10 10.11 13.10 10.40 12.98 10.42 12.99 
Cleveland 9.75 12.89 9.7612.97 9.81 12.85 9.9012.95 9.9213.01 10.04 13.09 10.25 13.15 10.36 13.29 
Columbus 7.14 10.87 7.14 10.88 7.13 10.96 7.1410.90 7.2011.00 7.29 11.05 7.4111.02 7.54 11.03 
Denver 7.71 12.60 7.64 12.60 7.63 12.50 7.5412.49 7.64 12.48 7.65 12.43 7.75 12.41 7.84 12.40 
Detroit 9.08 11.75 9.0411.76 9.19 11-76 9.3611.80 9.5011.82 9.6612.01 9.8012.10 9.96 12.19 
Housto 8.05 10.70 8.04 10.63 7.98 10.56 7.9110.41 7.89 10.32 7.8710.30 7.8810.23 7.91 10.20 
Kansas City 6.10 7.15 6.09 7-15 6.06 7-18 6.11 7-15 6.14 7.11 6.25 7-13 6.39 7.12 6.46 7.19 
Los Angele 10.60 11.32 10.70 11.29 10.68 11.18 10.81 11.21 10.80 11.29 10.93 11.29 10.9211.29 10.91 11.30 
Milwaukee 8.96 10.70 8.93 10.66 8.9610.70 8.9610.71 9.0210.80 9.05 10.87 9.05 10.86 9.09 10.89 
Minneapolis 7.99 10.25 7.9210.25 7.97 10.20 7.9610.20 8.0010.29 8.14 10.23 8.14 10.22 8.25 10.23 
New Orleans 9.02 10.58 8.90 10.52 9.24 10.56 8.79 10.56 8.73 10.46 8.61 10.36 8.78 10.45 8.91 10.40 
New York 12.56 19.48 12.53 19.30 12.54 19.21 12.40 19.10 12.40 19.14 12.40 18.99 12.42 19.08 12.40 19.16 
Omaha 6.81 11.71 6.8111.72 6.85 41.77 6.91 11.70 6.9611.61 7.0111.54 7.1311.55 7.24 11.50 
Philadelphia 7.13 14.08 7.13 14.05 7.08 13.98 7.0613.99 7.0013.99 7.1614.02 7.3614.18 7.38 14.26 
Pittsburgh 9.24 11.75 9.2211.70 9.24 11.82 9.29 11.90 9.3412.10 9.3112.28 9.2812.33 9.28 12.36 
Richmond 8.23.11.16 8.25 11.2 8.37 11.33 8.45 11.45 8.4011.59 8.47 11.49 8.4211.52 8.36 11.50 
Saint Louis 8.04 10.60 7.99 10.69 8.08 10.72 8.14 10.79 8.3210.77 8.3810.90 8.48 10.92 8.60 10.89 
Salt Lake City 7.7610.91 7.75 10.94 7.81 10.91 7.86 10.87 7.89 10.80 7.83 10.80 7.84 10.78 7.91 10.70 
San Francisco 9.75 13.00 9.73 13.01 9.70 13.09 9.7613.02 %.74 13.00 9.8613.01 9.89 13.00 9.91 12.98 
Seattle 7.72 11.81 7.7811.81 7.8611.81 8.09 11.82 7.94 11.89 8.0511.97 8.09 11.92 8.20 12.00 
Tulsa 7.39 7.30 7-31 7.28 7.28 7.29 7-27 7-30 
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EAL estate activity continues upward on our chart. In June the prelimi- 

nary figure for the national average was 14.6% above normal in contrast 

with a final figure for May of 13.0% and for April of 11.6%. A year ago 
real estate activity was just at the normal line. If it drops back to normal 
within the next year it will be the first time that this has happened over the 
entire stretch of our long chart. Always in the past when it has built up 
enough momentum to have reached this height, it has gone higher. Only on one 
occasion, in 1920 and 1921, has it fallen back to normal in less than four 
years. The entry of the United States into a shooting war might bring it back 
to normal for a short time but in our opinion will not be able to hold it 
down. 


|| Foreclosures dropped to still lower levels - breaking another fifteen- 
€e year record. Residential rents advanced slightly from 74.1 on our index in 
May to 74.3 in June and 74.6 in July. Mortgage activity also increased to the 
highest level reached in any month (save one) since 1931. 
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